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U.S. Economic Policy and the World 


The next few months will be crucial with respect 
to the international economic policy of the United 
States. The world still waits for a convincing an- 
swer to this question: Has the United States really 
undertaken the economic leadership of the world, 
and 1s it ready to take the concrete steps required of 
such leadership? ‘The fact that we wield over- 
whelming economic power is unassailable. Whether 
we are ready to assume the responsibility that goes 
with such power is not yet clear. 

It was reported from the recent meeting of the 
Preparatory Committee on world trade, for example, 
that delegates from other countries viewed the U. S. 
proposals for the multi-lateral removal of all sorts 
of barriers to trade with some skepticism for two 
reasons: (1) They could see no assurance that Con- 
gress is ready to support significant reductions in 
U. S. tariffs, which is the key to the whole plan; 
(2) They were fearful of tying themselves too closely 
to the U. S. economy because they do not want to 
be swept perforce into our inevitable depressions. 
This is a clear example of a case in which U. S. 
leadership is weakened by the absence of any as- 
surance that we will follow through. 

In the Atlantic Charter, the Master Lend-Lease 
Agreement, and numerous official pronouncements 
during the war the United States recognized that 
prosperity is indivisible, and that it is a vital part 
of peace-making. A brief review of the record indi- 
cates the great strides which have been taken in the 
five years since the Atlantic Charter. In 1943 the 
ground work was laid for the Food and Agriculture 
Organization. Also in 1943 the war allies joined 
forces in UNRRA to deal with the relief and re- 
construction of war devastated areas. In 1944 plans 
were made for an International Monetary Fund to 
stabilize currencies and an International Bank ca- 
pable of making loans for long-term economic de- 
velopment. In 1945 an Economic and Social Coun- 
cil was established as one of the three major organs 
of the United Nations organization. 

In 1946 the United States undertook a concerted 
program to reach international agreement on the 
reduction of barriers to trade in order to stimulate 
the exchange of goods and services. A “Suggested 


Charter for an International Trade Organization” 
presented by the United States served as the agenda 
for the Preparatory Committee on world trade which 
met in London in the fall of 1946. State Department 
officials came home to report that the meeting 
achieved a large area of agreement on the methods 
of establishing freer and less discriminatory world 
trade. The Preparatory Committee is scheduled to 
meet again in Geneva in April 1947, at which time 
the United States expects to negotiate multi-lateral 
tariff reductions under the authority of the Reciprocal 
Trade Agreements Act. At the same time the Com- 
mittee will finish its work on a proposed Charter for 
an international trade organization, so that there 
can be a United Nations conference on trade and 
employment. 

In addition to supporting all these international 
efforts, the United States itself has 1) made such 
loans as the $3.5 billion lent to Great Britain for 
reconstruction, 2) Authorized loans of another $3.5 
billion through the Export-Import Bank, 3) settled 
lend-lease accounts in such way as not to burden 
commerce. 

With such rapid progress made in a period of five 
years it would seem that the foreign economic policy 
of the United States and the over-all program of 
world economic cooperation were well in hand. 
However, U. S. citizens cannot yet afford to rest 
on their laurels. There are several difficult hurdles 
immediately ahead. 


U. S. tariff policy 


The whole question of what we will do about our 
tariffs is still unsettled. Tariff reductions are the 
primary bargaining power which the United States 
will have at the Geneva conference. If we can offer 
substantial tariff cuts, other countries will probably 
be willing to follow our proposals for gradually free- 
ing world trade of quotas, subsidies, preferences, and 
other restrictions. 

At this very time when reduction of U. S. tariffs 
is crucial to our whole program of establishing freer 
and less discriminatory world trade, an attack on 
the Reciprocal Trade Agreements program is in the 
making. There is likely to be a Congressional inves- 
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tigation of the program, and there may even be a 
move to repeal the Trade Agreements Act. This 
would confirm the worst suspicions of the representa- 
tives from the countries with whom we are trying 
to negotiate reductions in trade barriers. 


U.S. expenditures for economic 
reconstruction and development 


An important part of our foreign economic policy 
is the reconstruction of devastated areas and the eco- 
nomic development of backward areas as a step in 
achieving the kind of world prosperity in which the 
U. S. can hope to remain prosperous. UNRRA and 
the International Bank were established as part of 
this program. During 1947 the State Department 
expects to ask Congress for a $750 million grant to 
be used for relief. 

As we get further away from the war, as attention 
turns to internal problems, and the pressure grows 
for reducing the cost of government, attempts will 
probably be made to cut expenditures at the very 
points at which U. S. economic responsibility abroad 
is concerned. Appropriations for international or- 
ganizations, for reconstruction loans, and for direct 
relief may run into strong opposition. While the 
expenditures required for these purposes are un- 
questionably large, they are minute by comparison 
with the cost of war. If by wise and farsighted 
economic programs we can build a world in which 
wars are less likely, the return on the investment will 
far exceed the initial cost. 


Repercussions from internal 
economic problems 


Our internal economy can no longer be considered 
a purely “domestic” problem. Unless we are able 
to demonstrate to the rest of the world that we intend 
to avoid depression and maintain full employment, 
we may find that other countries are afraid to join 
us in cooperative measures for economic welfare. 
Therefore, even a thing which seems as exclusively 
“our own business” as the tax and fiscal policy we 
adopt will have international repercussions. A 20% 
tax cut across the board, as suggested by the Chair- 
man of the House Ways and Means Committee, add- 
ing to inflation and making reduction of the national 
debt unlikely, would simply strengthen the convic- 
tion abroad that we are not a safe country with which 
to be economically affliated. 


The economic reconstruction of the world will not 
be easy in any case. But if the United States abdi- 
cates its responsibility or uses its tremendous eco- 
nomic power unwisely, the results will be disastrous. 
The long fight to secure understanding among the 
people of this country of the importance of political 
cooperation was only the first step. The next step— 
the securing of understanding of the specific policies 
necessary to carry out a program of economic cooper- 
ation must be taken without delay. 


(Background on this subject is contained in TRADE, JOBS AND PEACE, 
LWV Memo, Pub. #61). 
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